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1 INTRODUCTION 
2 CORPORATE GOVERNANCE AND THE AGENCY PROBLEM 
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Principles of Good Corporate Governance
3 LITERATURE REVIEW AND STUDY HYPOTHESIS 
 
ă ă ă
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3.1 ACGC Corporate Governance Principles and Recommendations 
3.1.1 Management functions and oversight (Principle 1) and earnings management 
 
 
 
3.1.2 Board structure (Principle 2) and earnings management 
 
3.1.3 Ethics (Principle 3) and earnings management 
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3.1.4 Audit committee (Principle 4) and earnings management 
 
3.1.5 Timely and balanced disclosure (Principle 5) and earnings management 
 
 
 
3.1.6 Rights of shareholders (Principle 6) and earnings management 
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3.1.7 Risk management (Principle 7) and earnings management 
3.1.8 Remuneration (Principle 8) and earnings management 
 
 
 
3.2 Hypothesis Tested In This Study 
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4 DATA COLLECTION AND SAMPLING 
 
Table 1: Summary of the sample by industry groups 
Description N
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Table 2: Descriptive statics for level of compliance with corporate governance principles 
Corporate  
governance  
principle 
2009a 2010a Pooled 2009 and 2010b
Min% Max% Mean% Min% Max% Mean% Min% Max% Mean% 
 
5 RESULTS ANALYSIS AND DISCUSSION 
 
5.1 Evaluation of Total Accruals 
TA t =  (ΔCAt - ΔCASHt - ΔCLt +  ΔSTLt – DEPt)  
Δ
Δ
Δ
Δ
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Table 3: Descriptive statistics—total accruals 
Mean* Minimum* Maximum* Median* Std. deviation*
A8
A9 
A10 
CA8
CA9
CA10
CASH8 –
CASH9 –
CASH10 –
CL8
CL9
CL10
Δ STL9 –
Δ STL10 –
DEP9
DEP10
TA9 – – –
TA10 – – –
TAt =  (Δ CAt – Δ CASHt – Δ CLt +  Δ STLt – DEPt)
 
5.2 Evaluation of Non-discretionary Accruals 
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Modified Jones Model 
TA t / At-1 =  α1 (1 /At-1) +  α2 (ΔREV t/At-1) +  α3 (PPE t / At-1) +  et 
Δ
α α
 
Table 4: Descriptive statistics for estimating specific coefficients for 2009 using the 
modified Jones model
  Mean Minimum Maximum Median Std. deviation 
α1 – –
α2 –
α3 – – –
Table 5: Descriptive statistics for estimating specific coefficients for 2010 using the 
Modified Jones model 
Mean Minimum Maximum Median Std. deviation 
α1 – –
α2 –
α3 – –
NDA t=  α1 (1 /At-1) +  α2 [ΔREV t- ΔREC t) /At-1] +  α3 (PPE t / At-1), 
Δ
Δ
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DAt =  TA t / At-1 - NDAt 
 
Table 6: Descriptive statistics for calculating discretionary accruals* 
Minimum Maximum Mean Median Std. deviation
 
5.3 Independent Variable –Compliance with the ACGC-PR 
DA j=  γ0 +  TOTCOMt +  γ8SIZEjt +  LEVjt +  ABSNIBEjt +  PBRjt +  ABSCHjt +  εj  
 e
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Table 7: Descriptive statistics 
Minimum Maximum Mean Std. deviation
* 
 
Table 8: Pearson correlation matrix between the independent variables 
N = 182 TOTCOM SIZE LEV ABSNIBE ABSCH PBR
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Table 9: Multiple regression results and coefficients 
DA j=  γ0 +  γ1 TOTCOMjt +  γ2SIZEjt +  γ3LEVjt +  γ4ABSNIBEjt +  γ5ABSCHjt +  γ6PBR + εj
 Unstandardised co-
efficients 
Standardised 
co-efficients 
t-stat p-value 
B Beta 
F
p-value            
6 CONCLUSION, LIMITATIONS AND FUTURE RESEARCH  
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